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REPLY COMMENTS

Cable & Wireless, Inc. (“CWT”), respectfully submits its reply comments in the
above-referenced rulemaking proceeding. The principal issues addressed in the comments
filed in this proceeding is the application of End User Common Line Charges (“EUCL”)
or Subscriber Line Charges (“SLC”) to derived channel services, such as Integrated
Services Digital Network (“ISDN”) and the concern for the increased common carrier line

charges that may result from minimizing SL.Cs for ISDN.

None of the commenters supported current Commission Rules that require
application of a separate SLC per each derived channel CWI hereby reinforces its
position that this policy creates an artificially inflated cost factor for ISDN users and
consequently hinders development of this new technology thereby detracting the public
interest. In its original comments, CWI supported minimization of SLC burden on [SDN
access for the following reasons: (1) the importance that ISDN brings to the development
of the National Information Infrastructure (“NII”); and (2) lack of justification for the

application of one SLC per each derived channel from the policy and economic standpoint.
]
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Minimizing SLCs for ISDN will remove substantial regulatory barriers that current
SLC Rules create. ISDN has a great potential for providing to the consumers access to
the NII in an economically and technically efficient manner. ISDN capability enables its
users to access information at speeds up to ten times faster then conventional computer
modem lines. From the technical standpoint, the cost of generating ISDN capability is
low. Hence, given favorable regulatory environment that would minimize charges such as
SLCs, ISDN would provide the means to affordable access to the information
superhighway to general public. The benefits of implementation of the policy minimizing
SLCs for ISDN extend to other emerging technologies, including ATM and Frame Relay.
Minimized SLCs for all derived channel technologies will succor their development,
increase the demand and will further the Commission’s goal of regulatory parity of

technologies.

The Commission should ensure however. that any change in SLC application, does
not lead to artificial increase in interstate access rates, specifically common carrier line
charges and SLCs applied to non-ISDN consumers. The function of SLC is to recover the
cost of the local loop facilities. ISDN capability is derived through adding equipment to
the network switch, rather than modifying the loop facility. None of the commenters
demonstrated any local loop cost other than the cost of the same loop as the one providing

plain old telephone service (“POTS”), that is derived from provision of [SDN. On
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contrary, CWI and other commenters' stated in original comments that loops and their
cost do not change by virtue of ISDN application Accordingly, allocation of ISDN costs
to non-traffic sensitive (“NTS”) loop cost element is inappropriate as ISDN capability is a
switching cost. If minimized SLCs for ISDN would in fact cause reduced SLC revenues,
such reduction would “only reflect a cut back on artificially inflated NTS charges to the
subscriber” 2. Appropriately, such “lost” revenues should not be allocated in common
carrier line charges (“CCL”) or any other cost areas Such allocation would be unjustified
and thereby detrimental to the public interest and to any principles supporting the logistics

of the loop cost recovery by the LECs.

Notwithstanding awkwardness of current application of SLCs per derived channel,
should this proceeding rightly minimize SLC application to derived channel technologies,
the effect of such rulemaking on LECs revenues must be properly examined. The analysis
that is based purely on current volumes of subscribers and decreased SLCs for ISDN, is
deficient inasmuch as it does not take into account the increased demand for ISDN
subscription that lower SLCs will bring. Minimized SL.C burden for ISDN subscribers will
stimulate the demand for ISDN and is likely to offset any need to increase other costs.
More affordable access to ISDN that will undoubtedly result from lower SLCs as well as
from the plummeting prices for ISDN equipment would not only increase the ISDN
revenues but would create new revenue opportunities. The most immediate effect would

be increased number of subscriber lines that would be provided for new ISDN

: See Comments of BellSouth Telecommunications. Pacific Bell and Nevada Bell, Rochester
Telephone. Roseville Telephone. Southwestern Bell and Tennessee PSC.
See Comments of Roseville Telephone Company
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subscribers. With applications such as access to libraries and educational institutions,
shopping networks and telecommuting, the number of residential subscriber lines will
grow at immense rate. A high volume of subscriber lines is bound to offset lower SLCs
per line and the need to increase CCL charges. As number of residential ISDN subscribers
would grow, so would the volume of commercial ISDN subscribers including shopping
networks, businesses facilitating their telecommuting employees, educational institutions,
banks and others. Businesses of all sizes will look increasingly to dedicated access for

digital connectivity creating a significant new revenue opportunity.

CONCLUSION

For the foregoing reasons, CWI urges the Commission to consider the benefits that
ISDN brings to the consumers as well as the logistics of SLC application from a policy,
economic and technical standpoints, and accordingly minimize SL.C application to derived
channel technologies  Furthermore, the Commission should disallow shifting of the
artificially generated revenues that currently are being collected through application of

SLCs on per derived channel basis, due to lack of economic or technical justification for



these revenues and in view of the emergence of new technologies that will bring limitless
new revenue opportunities which will offset the need to increase any other charges on

account of lower SLCs.

Respectfully submitted,

CABLE & WIRELESS, INC.
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